
I n t e r n a l  Revenue S e r v i c e  

* * * * * * * * * * * * * * *  ******** * * * * *   
* * * * * * * * * * * * * *  ********* 
****** * * * * * * * ****** 
********** **** *******  

Department o f  t h e  Treasury  

Persob t o  Contact: 
* * * * * * *  * * * * * * * * * * * * *   
T e l e ~ b o n e  Mufiber: 
* * * * * *  *********** 
Reter Re11v To: 
************************ H 

Dear A p p l i c a n t :  

Ue have comple ted o u r  c o n s i d e r a t i o n  o f  you r  a p p l i c a t i o n  f o r  e x e r n ~ t i o n  under  s e c t i o n  
50J . (a)  o f  t h e  I n t e r n a l  Revenue Code as an o r q a n i z a t i d n  d e s c r i b e d  i n  s e c t i o n  
5 0 1 ( c : ( 3 )  o r  s e c t i o n  5 0 1 ( c ) ( 7 ) .  

You a r e  an u n i n c o r p o r a t e d  association t h a t  was fo rmed i n  ************* ***** . The 
C h a r t e r  f o r  L o c a l  Chap te rs  t h a t  was g r a n t e d  by * * * * * * * * ********* *******  ********* 1s  t h e  
o o e r a t i n q  p o l i c y  f o r  t h e  c h a p t e r .  I t  s t a t e s  t h a t  your  ouit.pose 1s  t o  Dromote 
r e s p o n s i b l e  n o t o r c ~ c l i n g  activities f o r  ******** members by c o n d u c t i n q  chan te r  
a c t i v i t i e s  and encou raq ing  p a r t i c i p a t i o n  i n  o t h e r  ******** elvents w h i l e  r n a i n t a i n i n o  a 
f a m i l y - o r i e n t e d  p h i l o s o p h y .  

A c c o r d i n g  t o  y o u r  a p p l i c a t i o n ,  you r  main  a c t i v i t y  i s  t o  n l a n  and conduct  statewide 
r a l l i e s  of ******** members. The r a l l i e s  w i l l  c o n s i s t  o f  t h e  f o l l o u i n q  s o c i a l  
a c t i v i t i e s 1  m o t o r c y c l e  shows, food.  l o c a l  r i d i n g  t o u r s ,  f a m i l y  e n t e r t a i n m e n t .  
r i d i n q  games, e t c .  

Your membership i s  open t o  any i n c i i v i d u a l  who i s  a  member o f  ******** an0 who owns a 
* * * * * * * * * * * * * * * * * *   t n o t o r c ~ c l e .  f lembershio dues f o r  your  o r q a n i z a t i o n  a r e  $*****. If a  
member a l l o w s  h i s  o r  he r  membership w i t h  ******** t o  exoire. ;  he o r  she w i l l  
a u t o m a t i c a l l y  be exc luded  f r o m  membership i n  you r  organization. A s o o n s o r i n g  d e a l e r  
may suspend t h e  members hi^ o f  any pe rson  whose conduct  i s  u n d e s i r a b l e .  

Your c h a r t e r  s t a t e s  t h a t  * * * * * * * * * * * * ********* ******* , a  d i v i s i o n  o f  * * * * * * * * * * * * * * * * * * *   
**** ,  i s  t h e  g o v e r a i n g  body f o r  a l l  ******** c h a p t e r s .  Each c h a p t e r  i s  a  s e p a r a t e  and 
i ndependen t  o r g a n i z a t i o n  p r o v i d i n g  s e r v i c e s  t o  t h e i r  chap te r  members on a  
" n o t - f o r - p r o f i t "  b a s i s .  Each c h a p t e r  must be a ~ p r o v e d  by ********* adhere  t o  t h e  
c h a r t e r  g r a n t e d  by ********* and be sponsored bv an a u t h o r i z e d  * * * * * * * * * * * * * * * * * * *  s e a l e r .  
If. a t  any t ime.  ******** d e t e r m i n e s  t h a t  a  c h a p t e r  i s  n o t  a d h e r i n g  t~ t h e  c h a r t e r .  
t h e  r e c o q n i t i o n  o f  a  c h a p t e r  may be r e s c i n d e d .  D e a l e r s  a l s o  may r e s c i n d  t h e  
s p o n s o r s h i p  o f  t h e i r  c h a o t e r .  I t  f u r t h e r  s t a t e s  t h a t  t h e  d e a l e r  can s e r v e  as one o r  
more o f  t h e  o f f i c e r s  o f  t h e  o r g a n j z a t i o n .  chose how o f f i c e r s  a r e  s e l e c t e d .  a n d  
d e t e r m i n e  how l o n g  o f f i c e r s  w i l l  s e r v e .  T - s h i r t s .  D i n s  and a l l  o t h e r  i t e m s  t h a t  use  
t h e  ******** name. l o g o  o r  trademark. a r e  o n l y  t o  be oroduced bv authorized l i c e n s e e c  
o f  * * * * * * * * * * * * * * * * * * * * * * * .  and must De purchased t h r o u q h  th& s p o n s o r l n o  a e a l e r  i.)r i r o m  
*******  I t  s t a t e s  t h a t  t t l e  s p o n s o r ~ n a  d e a l e r  and t h e  ******** o f f ~ c s  must approve anv 
c h a o t e r  b v - l a r s  and t h a t  t h e  c h a r t e r  suoersedes c h a o t e r  bv- laws.  

l o u  s t a t e  t h a t  a  ******** representative is o r e s e n t  d u r i n g  t h e  even t  t o  o r o v i d e  
management a d v i c e .  



******************** ****** 

Gross receipts will be from membership dues and registration fees from members. 

Section 501Ic) of the Code describes certain oraanizations e r e m ~ t  from Federai 
income tax under section 501(a3 and reads, in  art, as follows: 

" ( 3 )  Corporations,tt~ fund. or foundation. organized and operated exclusiveiv 
for religious, charitable, scientific, X 1 1  literary, or 
educational purposes, or to foster national or international at eur 
Sports compe+.ition (but only if no part of its activities involve the 
provision of athletic facilities or eouipmenti. or for the   rev en ti on of 
cruelty to children or animals, no part of the net earnings which inures to !he 
benefit of rny private shareholder or individu.al. no substantial  art o f  the 
activities of which is crrrvino on propaganda, or otherwise attem~tlng. to 
influence leaislation (except as otherwi8ie Drovided in subsection ( h i , .  ahr, 
which does not participate in. or intervene in lincludin~ the ~ublishlno or 
distributing of statements), rnv political cdmpaian on behalf of any candidate 
for public office." 

Section 1.501(~)(3)-1 of the requlations provides. in parl, A S  follows: 

"ial(1) In order to be erempt as an orqanization describe0 in s ~ c t l o n  
501(c)(3), an organization must be both orqanlzed and omrated errlu- 
sively for one or more of the ourpr~ses specified in such section. I f  
an orqanization fails to meet either the orqanizational test rr ?he 
operational test,, i t  is not exempt." 

" ( c ) ( l )  Primary activities. An organization will be reoarded as 
'operated exclusivel~ for one or move exempt purposes only if i t  

engages primarilv in activities which accomp1i:sh one or more of such 
exempt purposes specified in section 501ic)i3)+. An orqanlzation will 
not be so reqarded if more than an insubstantial Dart of its actlvitles 
is not in furtherance of an exempt purpose." 

Section 501(c) of the Code describes certain organizations e r e m ~ t  from Federai 
income tax under section 501(a) and reads. in  art. as follows: 

"(7) Clubs organized for pleasure. recreation. and other non~rofitable 
purposes, substantially all of the activities of which are for s u c n  purposes 
and no part of the net earnings of which inures to the benefit of any prlvate 
shareholder." 

Revenue Rulinq 6 6 - 3 6 0 .  1966-2 C.B. 228 .  found that an oraanizatlon that 1s createe 
and controlled by a business cor~oration engaged In furnishing sefvices to chartev 
members is organized lo serve the financial interests of the business cor~oration 
and does not qualify for exemption under IRC section 501(c)i7). The s?ated purDosE 
of the orqanization was for the stildv and mutual o~lrsui t of culture and soclnl 
contact. The orqanization granted the fouhdlnq buslness coroor5tlon the r l q h t  t o  

.select..all members of its ~overning body. T t a  oevernlna bodv wnlch was controilea 
by the business COrDOratior~ established the aues fbr sa,rticipation ln the nationai 
orqanization which was reQulred of all members. issued charters tor new cha~ters. 
and approves bylai~s of all c h a ~ t ~ r s .  The business c~rporation orov:doa suppiles a n c  
administrative services in return for lnitiatlon fees and Annual dues. All memuers 
must pay annual dues to the business corporation: failure to oay could result in 
loss of membefship privileges. The rulinq stated that the or~anizatlon was no! 



* * * * * * * * * *  * * * * * * * *  * * * * *   

o r g a n i z e d  or  o p e r a t e d  bv  m e m b e r s  e n c l u s i v e i v  f o r  o l e a s u r e .  r e c r e a t i o n .  a n d  o t h e r  
n o n p r o f i t  p u r p o s e s .  

L i k e  t h e  o r q a n i z a t i o n  d e s c r i b e d  i n  R e v e n u e  R u l i n q  6 6 - 3 6 0 .  * * * * * * * * * * * * * *  * * * .  a  
f o r - p r o f i t  b u s i n e s s  c o * p o r a t i o n ,  e x e r c i s e s  e x t e n s i v e  c o n t r o l  o v e r  v o u r  o r q a n i z a t i o n  
by  r e q u i r i n q  y o u  t o  f o l l o w  t h e  c h a r t e r  t h a t  i t  d e v e l o p e d .  T h ~ s  c h a r t e r  r e q i l i r e s  a 
d e a l e r  t o  s p o n s o r  Y o u r  o r q a n i z a t i o n  a n d  g i v e s  t h a t  d e a l e r  a u t h o r i t y  t o  c o n t r o l  t h e  
l o c a l  b o a r d  a ~ d  w i t h d r a w  m e m b e r s h i p  p r i v i l e q e s .  I t  s t a t e s  t h a t  ******* a  d i v i s i o n  of  
* * * * * * * * * * * * * *  * * * ,  i s  t h e  q o v e r n i n q  b o d y .  I t  r e q u i r e s  t h a t  c h a ~ ~ e r  b y l a w s  
r e c e i v e  a p p r o v a l  by * * * * * * b e f o r e  i m p l e m e n t a t i o n .  I t  r e s u i r e s  t h a t  m e m b e r s  o a v  a u e s  
t o  * * * * * * * *  a n d  t h a t  f a i l u r e  t o  d o  s o  r e s u l t s  i n  t h e  l o s s  o+ m e m b e r s h ] ~  o r l v l l e a e s .  
I t  r e q u i r e s  t h a t  s u p p l i e s  b e  p u r c h a s e d  t h r o u q h  ****** o r  t h e  s o o n s o r i n g  d e a l e r .  i f i  
a d d i t i o n .  i t  r e q u i r e s  t h a t  a l l  m e m b e r s  own t h e  o r o d u c t  t h a t  t h e  b u s i n e s s  c o r o o r a t l o n  
m a n u f a c t u r e s  a n d  s e l l s .  By p r o m o t i n g  t h e  s o c i a l  a c t i v i t i e s  o f  o r o d u c t  u s e r s .  i t .  
~ ~ D ~ O V @ S  u s e r  s a t i s f a c t i o n .  By i m p r o v i n g  u s e r  s a t i s f a c t i o n .  t h e  b u s i n e s s  
c o r p o r a t i o n  b e n e f i t s  bv  c o n t i n u e d  s a l e s  o f  i t s  o r o d u c t s .  , 

A c c o r d i n q l y ,  we  h,ve d e t e r m i n e ?  t h a t  y o u  a r e  n o t  o r q a n i z e a  arid o p e r a t e d  e x c l i ~ s l v e i ~  
f o r  h a r i t a b l e  D u r o a s e s  a s  d e s c r i b e d  i n  IRC s e c t i o n  5 0 1 1 c ; 1 ( 3 1 .  We h a v e  a l s o  
d e t e r m i n e d  t h a t  t h e  o r q a n i z a t i a n  s e r v e s  t h e  financial i n t ' e r e s t  o f  * * * * * * * * * * * * * *  
* *  .  T h u s ,  y o u  a r e  n o t  o r q a n l z e d  a n d  o p e r a t e d  e r  c l v s l v e l v  f o r  o l e a s u r e .  r e c r e a r i o n .  
a n d  o t h e r  n o n ~ r o f i t  p i ~ r p o s e s  wi tCI in  t h e  m e a n i n a  o f  I H C  s e c t l o n  5 0 1 i c ) ( 7 ) .  
T a x - e x e m p t  s t a t u s  u n d e r  s e c t i o n  5 0 1 i c ) t  3 )  o f  t h e  C o a e  a s  a charitable o r a a n i z s ! i c n n  
o r  s e c t i o n  5 0 1 ( c i ( 7 )  a s  a  s o c i a l  ~ i u b  i s  d e n l e d .  

I f  y o u  r q r e e  w i t h  t h e s e  c o n c l u s i o n s  o r  d o  n o t  w i s h  t o  f i l e  a  w r i t t e n  p r o t e s t .  o l e a s e  
s l g n  a n d  r e t u r n  F o r m  6 0 1 8  i n  t h e  e n c l o s e d  self-addresses e n v e i o ~ e  a s  s o o n  a s  
p o s s i b l e .  

I f  y o u  d o  n o t  a g r e e  w i t h  t h e s e  c o n c l u s i o n s .  y o u  may.  w i t h i n  30 d a y s  f r o m  t h e  d a t e  o f  
t h i s  l e t t e r ,  f i l e  i n  d u p l i c a t e  a  b r l e f  o f  t h e  f a c t s ,  l a w ,  and a r g u m e n t  t h a t  c l e a r l y  
s e t s  f o r t h  y o u r  p o s i t i o n .  I f  ~011 d e s i r e  a n  o r a l  d i s c u s s i o n  o f  t h e  i s s u e ,    lease 
i n d i c a t e  t h i s  i n  y o u r  p r o t e s t .  The e n c l o s e d  P u b l i c a t i o n  992 o i v e s  i n s t r u c t i o n s  f o r  
f i l i n q  a p r o t e s t .  

I f  y o u  d o  n o t  f i l e  a  p r o t e s t  w i t h  t h i s  o f f i c e  w i t h i n  30 d a y s  o f  t h e  d a t e  o f  t h i s  
r e p o r t  or  l e t t e r ,  t h i s  p r o p o s e d  d e t e r m i n a t i o n  w i l l  b e c o m e  f i n a l .  

I f  y o u  d o  n o t  p ro tes t  t h i s  p r o p o s e d  d e t e r m i n a t i o n  i n  a  t i m e l y  m a n n e r ,  i t  ~ 1 1 1  b e  
c o n s i d e r e d  by  t h e  I n t e r n a l  R e v e n u e  C o d e  a s  a  f a i l u r e  t o  g x h a u s t  a v a i l a b l e  
a d m i n i s t r a t i v e  r e m e d i e s .  S e c t i o n  ? 4 2 8 ( b ) ( 2 ,  o f  t h e  i n t e r n a l  R e v e r u e  C o d e  c r o v i d e s  
i n   art t h a t .  " A  d e c l a r a t o r ~  j u d g m e n t  o r  d e c r e e  u n d e r  t h i s  s e c t i o n  s h a l l  no? b e  
i s s c e d  i n  a n y  p r o c e e d i n o  u n l e s s  t h e  Tax C o u r t .  t h e  C o u r t  of C l a i m s .  o r  t h e  d i s t r l c i  
c o u r t  o f  t h e  U n i t e d  S t a t e s  f o r  t h e  D i s t r i c t  o f  C o l u m b i a  d e t e r m i n e s  t h a t  t h e  
o r g a n i z a t i o n  l n v o l v e d  has e x h a u s t e d  administrative remedies available t o  i t  w i t h i n  
t h e  I n t e r n a l  R e v e n u e  S e r v i c e . "  

t h i s  d e t e r m i n a t i o n  l e t t - e r  b e c o m e s  a f i n a i  d e + . e r m ~ n a t l o n .  we w l  l !  n o t i f y  tne 
a p p r o o r i & t e  S t a t e  Officiais. a s  r e o u i r e a  b y  s e c t i o n  b I C 1 4 t ' c ~  of t h e  Code. t h a t  S ~ s e d  

o n  t h e  information we h a v e .  we a r e  u n & b i e  t o  r e c o a n i i e  v o u  a s  a n  o r o A n i z a t . l o n  o r  t r : e  
t y p e  described i n  C o d e  s e c t i o n  501tc)!31. 



. . 
, . t o  , . _  ~ . .  . . ,' , . ' ,  

********* * * * *  * * * * * *  * * * *  ~  

I f  you have arty q u e s t i o n s ,  you may contact  tne person wnose name. te leonone number. 
and address appears on the top o f  t h i s  l e t t e r .  

S i n c e r e l y .  

* * * * * * * *  * * * * * * * * *   
D i s t r i c t  Director 

Enclosures 
Form 6018 
Publ icat ion  892 


